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THE BUDGET 


The Budget proposals of the Chancellor of the Exchequer have been received 
with general approval both in the House of Commons and in the Press. 
This universal satisfaction seems to derive from two facts. It 1s claimed that 
the budget is “ realistic’? in demanding higher sacrifices and distributing 
the burden squarely and that it shows imagination by embodying tentatively 
Mr. Keynes’ plan of deferred pay. Secondly it 1s argued thdt the new measures 
represent a real effort to prevent inflation. 

Closer scrutiny reveals that on both counts the budget does not deserve 
fully the praise it is credited with. To emphasise its shortcomings 1s not to 
detract from the Chancellor’s merits, but to guard against the impression that 
the present sacrifices will carry us through the most critical period of the war. 
Shortage of labour and shipping which is at the root of the trouble will make 
greater sacrifices, enforced by non-fiscal measures, imperative. 

THe Epiror. 
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A. THE BUDGET AND INFLATION 


The new budget proposals are based entirely on an increase in 
income tax. The standard rate is raised from 8s. 6d. to 10s. and the 
‘reduced rate’ from 5s. to 6s. 6d. in the pound. This will add about 
£125 millions to revenue. At the same time allowances and relief 
for earned income are substantially reduced and are estimated to 
yield also £125 millions. This measure cuts deeply into the lower 
income groups, and is expected to bring in 2,000,000 new tax- 
payers at the lower end of the scale. The revenue from reduced 
allowances and relief is to be put to the credit of the taxpayer 
‘to be made available to him after the war in such manner as 
Parliament may determine’; but this future advantage is likely to 
be heavily discounted by the taxpayers. The level of tax-free income 
for a childless couple is now fixed at £3 a week. 

It should be noticed that the new tax will practically cancel out 
the extra rate of over-time over normal time work and. will also 
diminish the financial inducement for married women to enter 
industry. 

Is the Budget ‘realistic’? Does it really solve the problem of 
inflation? 

The Chancellor assumes that without the new tax and Govern- 
ment expenditure ‘at home’! of £3,700 millions the ‘inflationary 
gap’ would be of the order of £500 millions. Out of this £250 millions 
he considers covered by the new tax while for the other half he relies 
on an increase in personal savings. 

The Chancellor of the Exchequer calculates the inflationary gap 
as the difference between the future Government expenditure ‘at 
home’ of £3,700 and the sum of the tax revenue expected at ‘old’ 
rates (about £1,600 millions) plus, what he calls, the present level 
of savings (also about £1,600 millions). On closer examination, 
however, these ‘savings’ appear to be the total sum available for 
Government borrowing from domestic sources; it thus includes the 
considerable amounts (perhaps about £400 millions per annum) 
released by running down of stocks or provided by ‘inflationary 
savings’ —i.e. by savings out of profits due to rises in prices dispro- 
portionate to costs. Even if it is assumed that the ‘new’ £500 
million gap will be wiped out by the new tax and the increase in 
non-inflationary saving,’ there remains still the gap which exists 
at present. 

It must be noticed, however, that for the financial year 1941-42 
the actual yield of the new tax is estimated at £150 millions. And 
it is this amount which should be compared with the ‘inflationary’ 
gap. True in the ‘full year’ this yield is £250 millions, but this rate of 


1 By this is meant the expenditure exclusive of Lease and Lend aid 
deduction of net overseas payments of U.K. apres bial 
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revenue will be actually achieved only in the period autumn 1941— 
autumn 1942, when the ‘inflationary gap’ may well be altogether 
different. Moreover the estimate of the future increase in ‘non- 
inflationary’ savings is rather optimistic especially if considered in 
conjunction with the increased taxation. 

Thus a sober view upon the situation is that the new Budget will 
not prevent inflation, that running down of stocks of consumption 
goods which takes place now will go on and will be followed by 
strong rises in prices in relation to costs. The symptoms of the latter 
process are already in sight. 

The Charicellor of the Exchequer promised to stabilize the cost 
of living approximately at the present level by means of subsidies. 
The subsidies are a very valuable instrument to keep down prices of 
certain consumption goods in spite of increases in cost of raw 
materials used for their manufacture (due, for instance, to the rise in 
freights) and may be so in the future. But this will not be the case if 
prices of consumption goods rise not owing to their cost but to their 
shortage. Subsidies cannot produce goods. If supply is short of 
demand, prices tend to rise to adjust the former to the latter and 
subsidies cannot remedy the situation. 

The only way to prevent the rise of prices of goods in short 
supply is rationing. And it is important to have it introduced before 
stocks are exhausted and this for two reasons. Firstly a higher 
uniform ration is secured for a longer period, the alternative being 
unnecessarily high and unfairly distributed consumption until 
‘stocks are exhausted, followed by a very low ration afterwards. 
Secondly, low stocks mean always serious disturbances in the 
process of distribution such as temporary shortages and queues. 

The present budget which imposes a heavy burden upon low 
and medium income groups cannot be considered a safeguard 
against inflation. The only fair and efficient way to stop the 
inflationary tendencies is some type of comprehensive rationing 
which should be organized before stocks will fall to a dangerously 
low level. 

M. KALEcKI. 


B. THE BUDGET AND ECONOMIC MOBILIZATION 


The Budget must be analyzed from a number of different angles. 
We must firstly accept the principles on which it is based and 
inquire whether the Chancellor’s proposals in fact achieve what 
they were intended to accomplish. A second method of approach 
is to investigate whether the war effort contemplated in the Budget 
is sufficient in view of the probable developments in the next phase 
of the war. Finally one must consider whether the principles adopted 
are conducive to the ultimate aim of all war economic measures, to 
the achievement of a maximum war effort. Success in this latter 
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sense would imply minimising the damage to public morale by 
distributing the unavoidable burdens equitably and not inflicting 
more hardship than strictly necessary for achieving that aim. 

The first approach has been adopted by Mr. Kalecki in the 
preceding article. In the present paper an attempt will be made to 
deal with the latter aspects of the Budget. 


(a) THe ADEQUACY OF THE CONTEMPLATED War EFFORT 


The Chancellor puts his prospective expenditure at £4,200 
millions. ‘The munitions, raw-materials, foodstuffs, and, last but 
not least, ships (both merchant and naval vessels) to be obtained on 
‘Lease and Lend’ from the United States, and payments under 
existing orders in that country, are excluded from the Budget pro- 
posals. If these items are included the total, according to the 
Chancellor, would exceed £5,000 millions. £500 millions of the 
expenditure included in the Budget will be financed abroad. This 
leaves £3,700 millions to be financed at home. The Votes of Credit, 
in the main representing the war effort, amount to £3,500 millions. 
The Exchequer issues for the past financial year under this heading 
amounted to £3,220 millions (about £800 millions was financed 
abroad).' It must be added that in last year’s Exchequer issues 
a large amount of capital expenditure both at home and abroad 
was included, which will not recur, as the bulk of new war fac- 
tories at home are nearing completion,? and the further expansion 
of American capacity is to be financed by the U.S. Government. 
Thus if we put the value of munitions and raw material etc. obtained 
from America in the coming year at, say, £1,000 millions, the total 
war expenditure of, say, £4,500 millions, if it can be achieved,? 
represents a much greater increase in actual physical striking power 
than the money figures alone would indicate. 

The extent of the German war effort was analyzed in an earlier 
article published in this BULLETIN.® We came to the conclusion that 
the Nazis, having devoted something like Rm. 90,000 millions for 
war preparation prior to the outbreak of hostilities, were spending at 


a hg incurring debt in the Empire and by the sale of foreign reserves includ- 
ing gold. 

* A further increase of war production must come not from another wasteful 
programme of new arsenal building, but from the immediate conversion of existing 
plant to war use and the rationalization of production. 

* i.e, in spite of air raids at home or shipping difficulties with respect to foreign 
ae, 4 

n this connection the repercussions of any increase in mo: i 
disregarded. This is justified, for if there shagtd he any ‘icrease, patie, sip) 
estimates will in due course adjust the money value. The limiting factor of the war 
effort js not finance but physical productive capacity. On the other hand the fact 
that American prices are higher die British and that wages show an even greater 
rate of increase will have to be taken into account when calculating the real 
war effort for purposes of comparison with that of the enemy, 

® Vol. 2, No. 9. 
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the yearly rate of Rm. 31~33,000 millions in June 1939, Rm. 44— 
46,000 millions in December 1939, and Rm. 56-60,000 millions in 
July 1940, on war purposes alone. Total public expenditure was some 
Rm. 10,000 millions higher, including the expenditure of the 
regional authorities. The ‘real equivalent’ of the Rm. in terms of the 
£ was calculated at £1 = Rm. 15. 

The Nazi war effort has since further increased, and seems still 
to be increasing. The latest statistics available indicate that in the 
third quarter of 1940 the total public expenditure was running at 
the yearly rate of Rm. 82,000 millions. Of this Rm. 38,000—i.e. 
somewhat less than 50 per cent.—represented borrowing. The 
tributes exacted from occupied territories—are yielding roughly 
Rm. 9,000 millions per annum.’ The rest represents taxation and 
other ‘non-credit’ revenue of the Reich. The figures for Britain for 
the financial year 1940-41 are £2,456 millions borrowing out of a 
total expenditure of £3,867 millions, or almost 64 per cent. The very 
much higher relative rate of borrowing in this country does not 
necessarily indicate a weaker ‘financial-economic’ position. On the 
other hand it would be dangerous to calculate the deficit in this 
country by contrasting ‘home-financed’ expenditure alone—the 
new concept of Mr. Keynes—with tax revenue whilst taking the 
total deficit in Germany. A large but unknown part of the 
Nazi loan expenditure, too, was financed by external credit. They 
incurred debts to satellite countries through clearing agreements, 
apart from the tribute payments. 

In calculating the ‘real equivalent’ of this expenditure in £ of 
current purchasing power the former rate of £1 = Rm. 15, which 
was the basis of our calculation last autumn, must be revised. 

It is difficult to assess accurately the quantitative importance of 
the various factors affecting the rate of exchange. I should think, 
however, that a rate of exchange of Rm. 12 = £1 would at this 
juncture not overstate the effective command of the mark for war 
purposes. If our air raids maintain their recent volume the relative 
position would become more favourable to ourselves. 

On the basis of this rate the £ equivalent of the Nazi war effort 
is somewhere between £5,600—6,000 millions p.a. This does not 
include Italy and the lesser Axis powers. This figure cannot 
without detailed military information be compared directly with 
our own expenditure. There are several factors, however, which will 
help us to give some clue for a comparison of the probable rate of 
increase in the relative striking strength of the Nazis, and these can 
be usefully listed : ; t y 
(a) factors decreasing the proportion of total expenditure going to 


1 An apparently official estimate gives this figure as £1050 millions. I do not 
pretend to know whether the difference between these figures can be accounted 
for by a divergence in the rates of exchange which form their basis. 
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new equipment in the Nazi as compared with the British war 

effort.* 

(1) the Nazis have to maintain a much larger army 

(2) the costs of occupation and administration are higher 

(3) the costs of defensive arrangements on an extended coast- 
line are higher 

(4) the costs of dependants are higher, not merely because 
they are more numerous, but also because the Nazis have 
adopted the more progressive system of continuing peace- 
time earnings to dependants up to a generous maximum 
instead of paying a flat rate which in most cases is well 
below those earnings 

(5) the cost of increasing inland transport facilities to make up 
for the loss of sea-routes must be very high 

(6) the cost of other abortive expenditure of miscellaneous 
character must be high (fortification against Russia; move- 
ment of troops, etc.) ; 

(b) factors increasing the relative proportion of ‘expansion’ expen- 
diture of the Nazis as compared with that of Britain (incl. 
U.S.A. ‘lease’ expenditure) 

(1) the Nazi factory building programme must be further 
advanced 

(2) a considerable proportion of our expenditure is abortive 
on account of 


(i) air-raid damage (both to factories and material) 
(ii) losses of cargoes 
(iii) necessity to build and repair ships. 

I venture to suggest that for the next nine months or so the latter 
factors will be of very considerable importance, of such importance 
that it would not be safe to assume that the ‘expansion’ expenditure 
of the Nazis is a smaller proportion of their total war expenditure 
than in this country. As our air strength grows and the Battle of the 
Atlantic turns more in our favour with increasing protection, this 
situation will change decisively. For the moment, however, one 
must conclude that the Nazis are still gaining in absolute strength. 
Indeed, if the war-effort of the Dominions (apart from their lending 
us the greater part of the £500 millions which we contemplate 
borrowing abroad outside the U.S. next year) is estimated at about 
£500—600 millions, and U.S. help at £1,000 millions, we should 
have to increase our war effort (or the ‘leasing’ from America) by 
about another £800 millions, merely to reach the absolute expansion 
of the Nazis (relatively we might be already gaining).? In view of the 

* New technical terms could be usefully introduced: ‘maintenance expenditure,’ 
‘expansion expenditure.’ ‘ 


* This does not mean that our air-strength alone is not overtaking that of the 


Nazis: their losses might be higher than the difference between thei i 
and ours (including that of U.S., etc.). Savvis ya ak 
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present shipping situation! (even if it is taken into account that 
bombers can be flown from America) I-venture to suggest that 
apart from any increase necessitated by an increase of prices it 
might be necessary to expand our home effort by at least another 
£500 millions over the next year. Given an appropriate organization 
of the war economic system this should be possible. 


(6) THe BUDGET AND THE INCIDENCE OF SACRIFICE 


From a purely financial point of view the budget proposals have 
the great merit of being simple. An increased income taxation will 
however not solve the war economic problem of reducing private 
gonsumption to the minimum whilst inflicting the least unnecessary 
sacrifice on everyone. The reason for this fact is that the task of war 
economics is the provision of maximum striking power for the 
nation. Hence the State must suppress any inessential expenditure 
by individuals on goods and services which could be used for the 
war effort. The individuals’ scales of preference in consumption are 
most unlikely to coincide inversely with the need of the State for 
certain products and services. Hence if the Treasury wishes to 
‘free’ the maximum of man-power and material for the war effort 
by increasing direct taxes it will have to tax away incomes to a far 
larger extent in order to free all productive factors now applied to 
‘unnecessary’ purposes than if it controlled expenditure on these 
goods directly. It has to suppress all income above the minimum 
requirements. For if ‘conflicting’ inessential expenditure were on a 
higher scale of preference than ‘non-conflicting’ expenditure it 
would have to tax away income now used for this innocuous pur- 
pose, for this income would otherwise be shifted on to ‘conflicting’ 
expenditure.” People with capital reserves can, moreover, if this 
method is followed, still maintain their consumption by dissaving. 

As far as the ‘real’ problem is concerned—i.e. the just distribution 
of available goods—the continued existence of post tax incomes of 
over £5,000 p.a. indicaies that the problem has not been solved. 
And day-to-day observation shows the resulting waste and mal- 
distribution of available essential goods, especially food and 
clothes.? Yet in the financial sphere the present rate of taxation 
is in many instances unbearable. This is especially true in the case 
of earned incomes whose taxation has been increased relatively to that 
of unearned incomes in spite of the fact that people with earned 
incomes have no substantial reserves to fall back upon. Moreover, 
income taxation of the proposed character may result in financial 
irresponsibility on the part of the rich with corresponding harm to 


1 And the time required to expand arms productioninU.S. aes 
2 The freedom of choice thus leads to the necessity of cutting incomes indis- 


riminately. [ 
“a Onis appalling shortage in war-industrial areas cf. Spectator, April 12, 1941.. 
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the war effort.1 On the other hand this scale of taxation will force 
many of the middle class to economise on housing and schooling— 
i.e. typical ‘non-conflicting’ expenditures—and probably also to 
default on other financial obligations with corresponding harm to 
morale, without any visible advantage to the war effort. If such 
expenditure had been exempted or permitted to be charged as 
expense, the damage might have been smaller. An increase in 
children’s allowances, and more positively, grants for children 
(either of free rations or of money) of those whose incomes do not 
reach the level where the full exemption is effective, would also be 
necessary at this level of taxation.? 

The renewed attempt to solve the ‘monetary’ and ‘real’ problem 
by one and the same measure will once more defeat itself. The war 
economic problem and especially our war economic problem is a 
problem of siege economics, and must be solved by direct controls. 
Once these have been established the financial problem becomes 
irrelevant as it should be. T. BaLocu. 


CONCENTRATION IN THE LEICESTER HOSIERY 
INDUSTRY 

The economic principles of concentration have been amply discussed both 
in the BULLETIN and elsewhere. There are, however, many technical and 
organisational questions which arise in each particular industry. In order to 
throw some light on these problems a member of our staff paid a visit to 
Leicester to obtain the views of hosiery manufacturers on the concentration 
scheme and to form an impression of how it 1s working out in practice. 

THe Eprror. 
PRINCIPLES OF TELESCOPING 

The principle of the concentration of production of non-essential 
goods into a reduced number of factories in order to release as 
much labour and factory space for war-work as possible has every- 
where been accepted as necessary.. But the method by which the 
telescoping is brought about is also of the profoundest importance. 
The Government scheme is nominally a war time measure ; 
nevertheless many of the changes it brings about will be permanent. 
It is vital, therefore, that the concentration process shall be one 
which not only benefits the community during the war, but also one 
which does not prejudice the future. During the war sacrifices 
inevitably caused to particular interests should be distributed as 
evenly as possible, and so far as is consistent with the telescoping 
itself post-war interests should be protected. 

In order to obtain an impression of how the scheme will work out 
in practice a number of interviews was had with Hosiery manu- 
facturers in Leicester in which they were asked to express their 

1 Expense accounts will have the same effect. It is strange that in the same 


budget E.P.T. is being reduced by introducing the Keynes concept. 
* Or the general substitution of family allowances for income tax relief. 
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views of the government scheme and put forward any suggestions 
for its modification which they considered necessary.1 The investi- 
gation was much simplified since an ad hoc committee of small and 
medium manufacturers representing over two hundred firms in and 
near Leicester had recently been formed and it had already dis- 
cussed many points and made certain specific requests to the Board 
of Trade.? As will be seen later the hosiery industry has many pro- 
blems peculiar to itself with regard to the concentration of produc- 
tion, but a description and analysis of these and other problems may 
suggest methods of telescoping which will have a more general 
application to other ‘non-essential’ industries. First of all it is 
necessary to outline the general procedure of concentration as it 
stands at present. A basic period—June to November 1940—has 
been taken, and every firm must calculate the value of its production 
of each of half-a-dozen different classes of hosiery, for both home 
civilian and Government order.? The Board of Trade indicates to 
the industry for each of the separate classes of hosiery how much 
of this production it considers ‘redundant,’ and the production in 
future must be curtailed accordingly. For example, the ‘redun- 
dancy’ for outerwear, was, I was told, 60%. For this class of good, 
therefore, a firm (A say) must calculate its production (in value 
terms) for the standard period; in future it may produce at a 
rate of 40% of this figure. Furthermore the number of machines 
must be so reduced as to produce this output on the basis of a 48 
hour working week.‘ If, during the standard period a firm was 
using only 70% of its machinery working on a 48 hour basis,® 
provided it is still producing the same line of good, in future it will 
need only 28% of its machines, thus releasing 72% of its plant. 
Suppose A wishes to qualify as a ‘nucleus’ firm; then it must find 
other firms B, C,.D, etc., who will come into A’s factory and pro- 
duce on the remaining machinery their respective production 
quotas. Or alternatively A may shut down altogether, become an 
‘absorbed’ firm and take over its quota to be produced by a ‘nu- 
cleus’ firm E. The financial arrangements are to be left to the firms 


1 The time available for this brief survey was extremely limited, and it was in 
no way comprehensive ; in addition the answers of the Board of Trade to a number 
of important questions put by various firms had not been received and some of 
the problems raised in this article may, by the time of publication, have been 
solved in one way or another. I should like at this point to express my thanks 
to these manufacturers and others, who, at very short notice, did all ‘they could to 
assist the investigation. 

2 See for example The Times, April 5th, 1941. 

3 Exports are to be excluded from the concentration. If a firm were engaged 
100% on exports, it would presumably not be affected by the scheme, but this is a 
fictitious case. ’ 

4 Where there has been no change in the quality of material the use of the value 
figure presents no difficulties; complications arise, however, when manufacturers 
have switched from one type of yarn to another or from wool to cotton. _ 

5 Actually it would probably have used all its machines, but on short time. 
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to work out for themselves, subject to conditions laid down in the 
Government Explanatory Memorandum. In the main the idea of 
the official scheme has been to pool plant while preserving the 
identity of each selling organisation. Clearly the success or failure 
of the plan depends on the ability or otherwise of A to produce B’s 
product en A’s machines or vice versa. And this is where the trouble 
begins, for according to the majority of the manufacturers inter- 
viewed, their sales, and thus their identity, depended on their con- 
tinuing to knit a particular yarn according to a particular design, 
which was in turn dependent on the type of knitting frame used. To 
elucidate the point, it will be necessary to digress to some degree, 
and outline the organisation of the hosiery industry in Leicester. 


THE ORGANIZATION OF THE INDUSTRY 


In the first place hosiery is not homogenous; it is in fact a very 
diversified product including all types of knitted goods. We have 
already mentioned the half-dozen main subdivisions, e.g. outerwear, 
underwear, hose, half-hose etc. Within each subdivision there is 
wide variation according to the type of material used, wool, cotton, 
silk, rayon, etc., according to the weight of yarn, and also according 
to the type of knitting machine used. Army socks cannot be knitted 
in a frame which knits silk stockings, nor can a frame with 80 needles 
knit a design requiring 120 needles. 

Secondly there is a considerable variation in the size of firms, but 
on the whole the small unit employing less than 300 operatives 
predominates. For the whole country in 1935 these units produced 
over 50% of total net output, and this figure is probably represen- 
tative of the Leicester district. With regard to efficiency there seems 
to be a general opinion among independent observers in Leicester 
that the medium units are as efficient, if not more efficient, than the 
larger. The Census of Production 1935 shows a rise in net output per 
head as the size of establishment increases up to a maximum in 
firms employing 200—300 and 300—400 operatives. There is then 
a continuous fall until for establishments employing 750 and over 
the net output per head jumps suddenly to.about 10% above the 
earlier maximum. This apparent high efficiency may however be 
partly accounted for by the fact that some of the biggest firms are 
‘manufacturing wholesalers,’ i.e. wholesalers who manufacture 
some of the product bearing their name, but put out the remainder 
to smaller firms. Whenever trade declines, the ‘manufacturing 
wholesaler’ reduces the orders which he puts out and keeps his own 
manufacturing establishment running fully—thus obtaining a higher 
economic efficiency, but not necessarily implying a higher technical 
efficiency than the smaller units. 

Thirdly the methods of selling vary. We have mentioned the 
‘manufacturing wholesaler’ who sells directly to the retailer. Some 
small firms sell to the manufacturing wholesaler while others deal 
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with ordinary wholesalers (who have no manufacturing business). 
Besides the well known trade names many of the smaller firms 
depend for their sales on the individuality of their goods, which, 
as we have already seen, depends in turn to a considerable degree 
on their specific type of machinery. 

Fourthly, there are a great number, probably the majority, of 
firms where the proprietor controls directly all sides of the business. 
He is works manager and accountant combined. These men have 
built up their businesses themselves, and the individuality of their 
goods depends on their personal supervision of production. 

Finally there are certain technical problems raised by the 
concentration. Factory space will be released, but, unless there is 
some guidance from the Government there is no guarantee that the 
shut down factories will be the ones wanted by the Supply Depart- 
ments, and if the latter continue to requisition according to their 
own needs, considerable confusion may arise when they want a 
factory housing a ‘nucleus’ firm. Most of the manufacturers inter- 
viewed were of the opinion that the Supply Departments had a 
definite preference for certain types of building, and it seems to me 
that it would be very helpful if the new Controller of Factories 
surveyed the factories and, without necessarily requisitioning at 
once, indicated those factories in which nucleus firms should not be 
established. The maintenance of idle machinery may also prove very 
difficult. Knitting frames‘are delicate and complicated and depre- 
ciate rapidly when not running. One firm stated that if their 
machines (knitting fine artificial silk hose and running twenty-four 
hours a day) were stopped for any length of time it would take 
months to ‘restart them. Whenever possible therefore, the most 
up-to-date machines should be kept in production. 


Two SoLuTions 


In view of all this it can be seen at once that the problem of 
‘marrying’ the firms into groups of from two to five or six in a par- 
ticular building so that there is no change, beyond the reduction, 
in the styles produced, is extremely complicated. It resembles a jig- 
saw puzzle in which it is highly improbable that all the pieces fit 
together. There are two ways of approaching the problem. Firstly, 
if we assume that the Government’s intention is to preserve as far 
as possible the complete identity of each existing firm, including its 
sales organization, then it is possible to state the conditions which 
appear to be necessary to bring this about. Secondly we may con- 
sider a more radical solution, involving the disappearance of trade 
marks and the elimination, for the period of the war, of the identity 
of all firms, and the production of more or less standard lines in 
each class of hosiery. The former approach is that which receives 
more favour with the manufacturers, though the small and medium 
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firms approved the latter scheme, provided it was applied to all 
firms.1 

If ‘identity’ is to be preserved, then in the view of all the small 
manufacturers interviewed, personal supervision of production 
must continue. Let us take an example; A is the ‘nucleus’ firm and 
B, C, D_are the absorbed firms. Then B, C, D must be allowed to 
work in A’s factory, buy their own materials, supervise the pro- 
duction processes and sell the goods in their own way. If A has not 
the specific machinery required then, argued the small manufac- 
turers, B should be allowed to bring his own machines in place of 
some of A’s redundant machinery.” In such a case A, B, C and D 
would all be on an equal footing with regard to-one another. As for 
overheads the majority agreed that all overheads should be pooled, 
including the cost of maintenance of the closed factories (any 
rental received from letting these factories being also pooled and 
subtracted from total overheads) and divided between A, B, C and 
D according to current production, past production or any other 
criterion reached by agreement. Such agreement would also cover 
wages of operatives performing processes common to all; only one 
mechanic, for example, would be needed instead of the original 
four, to maintain machinery in one building. I came across only one 
case where an arrangement anything like the above had been arrived 
at. There were, however, several cases quoted where larger firms 
had offered to manufacture a smaller firm’s quota at cost, without 
offering any arrangements for supervision of production or for 
pooling of overheads: The smaller producers disliked these offers 
which they felt would, in fact, destroy their identity, give away any 
secrets and leave them no chance of recovery after the war. There is, 
of course, no practical reason why the nucleus firm should always 
be the largest but considerations of prestige militate against the 
absorption of larger firms by smaller ones. Many of the large firms 
owning several factories can, of course, form their own nucleus 
(almost certainly shifting some machinery) and the. Explanatory 
Memorandum states that the Board of Trade may approve such 
arrangements. 

Although the formula of concentration outlined above appears 
simple, it is unlikely to take place unless there is a definite lead from 
the Government. The Explanatory Memorandum emphasizes to a 
great degree the advantages that nucleus firms will enjoy with the 
consequence that no one wants to be absorbed. Already smaller 
firms are being bought out by larger ones, because they fear that 
they will go out of business anyway, despite any guarantees of post- 
war restoration. An emphasis on co-operation rather than absorp- 
tion would remove many of these doubts. 


_,| The attitude of the Board of Trade is not quite clear, for they emphasize the 
identity of firms; at the same time Sir Cecil Weir introducing the scheme to the 
hosiers, suggested, I was told, the disappearance of brands and trade marks. 

* It should also be possible for each firm to carry with it some of its older workers. 


BULLETIN AND DIARY 123 


This method is undoubtedly workable and would achieve the 
release of space and labour, with the least dislocation of normal 
trading practice. There is however no reduction in the selling 
organizations; in the hosiery trade the numbers engaged purely in 
selling and advertising are relatively small but in other trades 
concentration of this sort would leave untapped a substantial 
reservoir of war workers. The method also neglects two important 
problems, the best use of machinery and labour conditions. Firm A 
with 100% up to date machines has to reduce output to the same 
extent as firm B with many old-fashioned machines, and if B be 
larger than A it is unlikely that A will become the nucleus firm. Also 
if firms A, B, C and D were paying different wages before telescoping 
there may be difficulties after concentration. These problems can, 
in my opinion, only be completely solved by the elimination of all 
identities for the duration of the war. Certain war-time standard 
lines could be established.1 All resources would be pooled and a 
controller for the industry could then pick the best factories and 
machines required to produce the necessary output, being advised by 
a committee representing the manufacturers large, medium and 
small, according to the numbers in each group. In this way, too, 
the standardization of wage rates, which according to one trade 
journal is long overdue, could be achieved.? 

Since this article was first written, the actual situation in Leicester 
has become a little clearer. At present the attitude of the small and 
medium manufacturers appears to be to await a further move from 
the Government, as they feel they are unlikely to be worse off under 
a compulsory scheme than if they attempted to concentrate them- 
selves, or if they accepted the offers of larger firms. This develop- 
ment strengthens the argument for standardization, for if the 
Government is obliged to use compulsion, it has the chance to 
introduce desirable changes which would not occur with voluntary 
arrangements. 

The choice of method will probably differ between industry and 
industry according to the particular organization. In the latter case 
the Government, will, to some degree, control the industry, but even 
in the former, if there is to be equality of sacrifice, the Government 
will have to supervise more closely than is indicated by the Explana- 
tory Memorandum. Without Government protection, concentration 
will almost certainly hit the smaller units more heavily than the 
larger ; to ‘encourage individual firms to initiate the desired changes,’ 
although in keeping -with ‘traditional British economic policy’ is 
insufficient to achieve the best results unless more specific details are 
given as to the way in which these changes should be effected. 


G. D. N. Worswick. 


1 Despite the diversity of products at present, if sales were no longer dependent 
on fashion this would not be impossible. Already most manufacturers produce 


standard articles for the forces. 5 ; 
2 Wage rates in Leicester itself do not vary much, but there are considerable 
differences between wages in Leicester and in the surrounding districts, as also 


between Leicester and Lancashire. 
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YUGOSLAVIA’S FOREIGN TRADE DURING THE FIRST 
YEAR OF WAR 


This article was written before Germany invaded Yugoslavia. 
Meanwhile, that country has become enemy-occupied territory. 
The following short outline of Yugoslavia’s trade relations as they 
existed before the German invasion, may, however, still be of 
interest for an analysis of the course of events and of their effect upon 
Allied and Neutral Countries. 

Statistics for an enquiry into Yugoslavia’s foreign trade during the 
war are available only up to October 1940 but they offer a com- 
paratively representative picture of Yugoslavia’s trade under 
war conditions. Recent Yugoslav statistics give foreign trade by 
regions only. The region ‘Central Europe’ contains Germany, 
Austria, Czechoslovakia, and Switzerland. Since trade with 
Switzerland was negligible; we can take the whole of Central 
Europe as representative for trade with Germany. ‘Eastern 
Europe’ consists of Poland, Danzig, Hungary and U.S.S.R. 
Trade with U.S.S.R. has, so far, been of a small magnitude, and 
Hungary can, at present, economically be counted as under Axis 
domination. ‘Mediterranean countries’ include Italy, Spain, 
Portugal, Egypt and Palestine but Italy’s share equals almost the 
total of this region. ‘Western Europe’ contains Great Britain, France, 
Belgium and Holland. This trade, before 1940, was conducted with 
the then Allied Powers and since that time has been mostly with 
Great Britain. Of the ‘Northern and Baltic countries’ Denmark and 
Norway only belong to Axis dominated territory but traded very 
little with Yugoslavia. In the Balkans Rumania, Greece and, since 
1940, Turkey are dominant, trade with Bulgaria and Albania being 
of little significance. We thus arrive at the following development in 
Yugoslavia’s foreign trade: 

TABLE | 
Yugoslavia’s Foreign Trade by Regions in percentages of total Trade Value. 
Regions Exports Imports 
Qr.3 Qr.g Qr.4 Qr.r Qro2 Qr.3/ Qr.g Qr.g Qr.4 Qr.t Qr.2 Qr.g 
aol A nr a Rta tie nial hab Seti eaten oS AE a et gn 
Central Europe 20 53 57 52 42 oe 55 56 61 52 53 7 


I 
Eastern Europe 7 5 4 4 Z 9 5 4 3 5 
Balkans 8 I I I I 2 2 2 5 a 8 
Mediterranean 25 13 15 17 20 16 Io 13 13 ; 16 14 8 
Total Axis 

dominated 69 72 77 #74 ‘yo . 89 (ee ee ee ey ee me 
Balkans 22 3 3 3 6 I 2 2 2 
Western Europe U] 18 9 8 Qi 2 Il Ir 5 6 a : 
Northern Baltic o 2 2 2 3 3 o I I °o ° °o 
North America ° I 6 I I ° 5 5 5 10 7 2 
South America I 3 2 I I o 4 3 3 6 5 2 
Asia I I I I I o 3 2 I I 3 I 
Total other Ir 28 23: 26 go Ir 24 34 17 25 24 8 


Grand Total 100 =6©100 §=66100 $100 100 100 100 100 100 100 100 100 


‘Total in million 
dinar 1981 1244 1864 1848 2001 1993 |1899 r103 1126 1412 1677 1305 


a 
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The most decisive changes in the trade with Western Europe 
took place a short time after the outbreak of war and after the inva- 
sion of the Low countries with the subsequent surrender of France. 
The share of Western Europe in imports dropped from 11% to 1%, 
and in exports from 18% to 2%, after a recovery in the first and 
second ‘quarter of 1940. Exports to North America had, in the 
fourth quarter of 1939 risen from 1% to 6% but have since declined 
again to a negligible magnitude, while imports doubled in the first 
quarter 1940 (from 5% to 10%) but dropped after the fall of France 
to a low record of 2%. While exports to South America steadily 
declined (from 3% to 0), imports doubled in the first quarter of 
1940 to 6% and fell in the following two quarters to 2%. 

The outstanding feature of Yugoslavian foreign trade remains, 
however, the extent of her dependence on Axis dominated powers,! 
amounting to 90% of her total trade in the third quarter of 1940, 
although Italy’s share declined in this period. 

Imports of the main items from Germany and Czecho-Moravia 
increased in the period January-September 1940 compared with 
January-September 1939, only cotton yarn, wool yarn, material 
fibre yarn, sheet iron and vehicles showing a marked decline, yarns 
apparently being replaced by the imports of textile tissues. Since 
most prices increased in the period observed, a decrease in the 
volume of imports was actually more and an increase less pro- 
nounced than suggested by the following table. The items listed 
represent about two-thirds of total Yugoslavian imports from Ger- 
many, and three-fourths of imports from the Czecho-Moravian 
‘Protectorate.’ 


TABLE 2 
Imports from Germany and Czecho- Moravia in million dinars 
Jan.-Sept. Jan.-Sept. 
I 1940 1939 1940 
Ger- ay pees esses Ger- Czech- Ger- Czech- 
many M many M | many M many M 

(a) Increase— Tubes aA 4 26 4. 
Machines, in- Celluloid ... 17 3 «25 re) 

struments 187 35 256 25 , Hides and 
Tron manvf.... 136 22° 107 22 skins = eo) 3 «+19 I 
Electro-techn. (b) Decrease 

articles ... 88 6 149 5 Vehicles © is 192 “2-12 "99 & 
Coal sty 45 Alec 23 53 Sheet iron ... 2 y ees) 7 
Cotton tissues 61 8 112 5 Wool yarn ... 59 eis oO 
Wool tissues... 90 5, 107 7 Cotton yarn... 63 12 9 oO 
Sik yarn... 33 — 10% — Natural fibre 

es se Bae — 63 — yarn paLG 2 3 0 
Rails and rail- —- 

way mat.... 15 10 52 6 Total ..-1052 183 1394 144 
Tron, raw and Gd, Total ...1653 244 2241 201 

semi-fin. ... 27 10 41 Ir | 


1Seen from a strategic point of view, the regions most exposed to German 
invasion are those capable of producing crops for exports and for deliveries to the 
poorér Southern regions. 
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Exports to Germany and Czecho-Moravia totalling in January- 
September 1940 2.4 million dinars consisted mainly of copper, 
meat, pigs, hemp, timber, minerals, tobacco, lard, feathers, eggs, 
wheat-flour in order of importance. Compared with the same 
period in 1939 the exports of minerals, timber, and feathers doubled 
while those of copper, meat, lard and hemp increased by 340-380% 
approximately. Minerals include the important bauxite, lead and 
chrome ore. 

The character of total imports, by groups of commodities, 
changed little in the first year of the -war; less vegetable products 
were imported than before; finished products were still leading, 
followed by semi-finished products and raw materials. Exports 
varied mainly in the groups ‘animals’ and ‘vegetable products’ 
which declined while the share of ‘raw materials’ increased con- 
siderably. Semi-finished products still represent the principal 
section in exports, raw materials being next. 


TABLE 3 
Yugoslavia’s Foreign Trade by groups of Commodities in percentages of total trade (value) 
Exports Imports 


Group of Commodity 1933 1939 1940 1933 1939 1940 
12mths. gmths. gmths. 12mths. gmths. 9 mths. 


Animals tee a 14 14 8 — _— — 
Animal products’... 11 II 12 _ _— = 
Vegetable products ... 22 15 10 6 5 3 
rink and Tobacco ... 5) 4 6 3 I 2 
Total... sia 53 43 35 9 6 5 
Raw materials ait 14 17 28 16 15 16 
Semi-finished products 2 35 32 28 25 24 
Finished products 7 5 5 47 54 55 
47 57 65 g! 94 95 

Grand Total ... sie 100 100 100 100 
Grand Total in million oes si 
dinars... Say CEs WAY, 5241 2883 3630 §=. 44394. 


The Table does not give a correct picture of the development as 
changes in prices took place which differed remarkably in the 
different groups. From October 1939 to October 1940, accerding to 
the wholesale price-index, 

Vegetable products rose by 130% 


Animal : = 60° 
Aho Biers fin 2 bg ees 
Finished s eee 
Total 65% 


It is doubtful if a correction of the above tables by these changes 
would improve their validity since the wholesale index is probably 
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not representative for the structure of imports and exports. In 
addition, within the commodity groups considerable shifts took place. 


TABLE 4 
Imports into Yugoslavia 
in’ooo tons. Jan.-Sept. Jan.-Sept. Jan.-Sept. Jan.-Sept. 
Decrease 1939 1940 Increase 1939 1940 
Cotton ous 8 24°G 19:0 Silk and art. silk 18 4:7 
Wook: fe 46 26 Orem. a 4°7 92 
Oleaginous fruits 10:5 59 Coaland coke... 395-0 500-0 
Tron) <.: bcs dnd. 3°S 28-8 Iron manuf. . ... 5:8 8-9 
2 


Machinery, etc. I ZI 


The influence of the two factors, changes in price and changes 
in the kind of commodity imported, may be seen from Table 5. 


TABLE 5 
Percentage Changes in Foreign Trade Jan.-Sept. 1939—Jan.-Sept. 1940 

(a) Imports 
Volume Value Volume Value 
Food ee ... — 23:0 + 35:6 Machines ... -. — rg + 16:0 
Raw materials ... — 23:1 + 192 Electrotech.manuf. + 55:0 + 44°5 
Textiles, semi-fin. ... — 48-4 — 21-5 Fuel aoe s+ + 47:3 +139°5 
os finished ... + 10°5 + 40°7 Total -- + 15:2 + 21-0 

(6) Exports 
Vegetable Products — 44:1 — 32:4 Metalores ... — 70 + 4I°0 
Hemp bee ... — 182 +129:0 Wood products + 286 + 596 
Oleaginous fruits ... +127-0 +136-0 Chem. aS o. + 14 + 33:3 
Animal Products ... + 28:7 + 39:9 Metal ” we + 50-4 + 389 
Meat eas ... +160:0 +1290 Raw material +1043 
Tobacco... ... + 95°0 +1960 Finished prod. ‘ + 188-4 
Total a: -- + 75 + 433 


While the volume of exports increased by 7°5% only, their value 
rose by 43°3% largely a result of the higher prices of wheat, tobacco 
and wood. It was due to the upward trend of the price level that the 
value of foreign trade in the above period has risen by 32-2% although 
the volume rose by 9:6% only. If prices had remained stable, the 
change in the structure of foreign trade would have brought about 
a fall of some 25% in total value. 

The disproportionate increase of export prices accounted largely 
for the highly favourable trade balance. An active balance of 28 
million dinar in January-September 1939 had expanded to one of 
848 million dinar. But the country mainly responsible for this 
development was France whose imports from Yugoslavia increased 
from January-September 1939 to January-September 1940 from 
126,000 million dinar to 522,000 million dinar while her exports 

0M 93,000 to 21,000 million dinar. 
ace jonah months following the collapse of France the trade 
balance showed a deficit of 29 million dinars compared with a 
surplus of 296 million dinars in the corresponding period 1939. 
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Trade with Germany was passive to the extent of 623 million dinars 
in January-September 1939 and 410 million dinars in the same 
period 1940. These deficits were reduced by the balance of trade 
with Czecho-Moravia (+ 285 million and 372 million dinars 
respectively). é 

Yugoslavia’s economic dependence on the Axis powers resulted 
in an artificially increased price level at home consequent upon the 
high prices and other privileges Germany granted for Yugoslav 
exports in order to draw her peacefully into the orbit of the ‘New 
Order.’ Sincé trade with Germany had taken place mainly on a 
barter basis, foreign exchange at the free disposal of Yugoslavia, 
enabling her to buy raw materials from overseas countries, became 
rare. Thus on account of her import needs Yugoslavia was left as 
much at Germany’s mercy as for her exports. 

While at the beginning of 1939 still half of Yugoslavia’s foreign 
exchange consisted in other currencies besides the Reichsmark, 
their share declined in the third quarter of 1940 to less than one- 
third. The £ sterling, as a result of the British Exchange Control, 
has almost disappeared from the market its place being taken by the 
dollar. Payments for Yugoslav exports to Great Britain are paid to 
a special account at the Bank of England which can be used for 
Yugoslavia’s payments in Great Britain or in British colonies. 


TABLE 6 
Percentage Distribution of Foreign Exchange Transactions 


COE g3Qr ror 3 Qr. 


1939 I 1940 I 

Reichsmark mae ea seemed 3M Soy eee wae 
Z£ sterling ... wee one fous ur Ge: 30°4 ist 4 
Dollars... a aa ae Fare) 53 42°6 22'5 
Swiss francs s ne bf 1-2 19 2-9 
Others eee eee eee eee I°5 2°4 32 3°3 

100-0 1000 100:0 100-0 
Total in million dinars +++ QIo-0 783°3 I,100-0 745°6 


At a meeting of the German-Yugoslav Economic Committee on 
September 23rd, 1940, the dinar was devalued in terms of Reichs- 
mark by 24°6% from 14°30 to 17-82 dinars per Reichsmark (1933: 
13°6 dinars). ‘The consequences of this devaluation are difficult to 
gauge without having details of the various barter arrangements 
and the trend of the trade balance since that date. 

At the same meeting it was decided that this course of exchange 
should be applied to Yugoslavia’s trade with Holland, Belgium 
Denmark and Norway, a regulation which meant a devaluation of 
the dinar in terms of the currencies of these countries by 16% to 24% . 
Payments to Czecho-Moravia had since October Ist, 1940, also 
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to be made in Reichsmark, payments to Roumania in Swiss francs, 
via the Schweizerische Bankgesellschaft, Zurich, on account of the 
Banque Nationale de Roumanie, Bucharest, and payments to Ger- 
man-occupied Poland, for purchases, after October 1st, 1940, also 
in Reichsmark. 

By various clearing arrangements Yugoslavia’s trade with non- 
clearing countries, had shrunk from 30:5% of total imports in 
January 1939 to 124% in September 1940 and from 39°3% of 
total exports to 14%. 

All these facts demonstrate that the Axis powers virtually 
dominated Yugoslavia in the economic field so that commercial 
gains obtained by the invasion are of a small magnitude. 

S. Moos. 


DIARY 
FOREIGN EXCHANGE 


On April 2nd it was announced that arrangements had been made 
for the inclusion of the territories of the Free French Empire (i.e. 
French Equatorial Africa, Cameroons under French ,Mandate, 
French Oceania and French establishments in India) along with 
Iceland and the Faroe Islands, in the Sterling Area. This makes. 
unnecessary the completion of Form E.1 before sterling payments 
are made to residents in these countries, or the official franc curren- 
cies are bought against sterling. 

On the same day came rumours of an Exchange Agreement. 
between Canada and the U.S.A. Canada had apparently agreed 
to remove the war-time duties on imports from the U.S.A. (designed 
to restrict the purchase of non-essential goods and so to economise 
U.S. $ resources). The U.S.A. was reported to have agreed to buy 
Canadian dollars at par. The existing official quotation is about. 
go per cent of the nominal parity (the free rate abeut 5 per cent. 
lower). The suggested new rate would therefore reduce by about 10 
per cent. the Canadian price of goods imported from the U.S.A. 

A new dollar vesting order, covering a further 160 stocks was 
published on April 21st. This brings the total number of requisi- 
tioned dollar securities up to about 500, not counting the ‘direct’ 
investments now being liquidated. Payment will be made on June ~ 
grd or six weeks after lodgment. 


Tue CHANGE IN THE EXcEss PROFITS Tax 


An important item of the Budget statement is the post-war 
refunding of 20 per cent. of all sums paid in E.P.T. to assist industry 
in the post-war readjustment. : 

This measure does not differ to such a substantial degree as may 
appear at the first glance from a reduction of E.P.T. to 80 per cent. 
In the case of a straightforward reduction it would also be impos- 


130 BULLETIN AND DIARY 


sible for industry to invest freely the amounts concerned in new 
buildings, machines, etc., because of war-time controls. Further, 
either the reduction of E.P.T. or the promise of post-war refunding 
of a part of it may encourage in some cases the distribution of higher 
dividends: the first because of higher current net profits, the second 
because-the accumulation on the blocked account reduces the 
inducement to accumulate ‘free’ undistributed profits. (In the 
latter case this effect will be, of course, weaker.) 

Both measures have a stimulating effect on efficiency of the 
firms. It has been indicated, however, in this BULLETIN! that it is 
also possible to extract 100 per cent E.P.T. from an industry while 
allowing a certain excess over the standard profits to the more 
efficient firms. 

The chief argument for the post-war refunding of 20 per cent. of 
E.P.T. based on the anticipation of their needs of liquid resources 
in the period of reconstruction is not very convincing. The stimulus 
for capital investment in that period will certainly be strong enough 
to induce people to start to carry it out on borrowed capital. And 
the profits which will accumulate currently asa result of high invest- 
ment activity will provide the firms automatically with liquid 
resources for its continuation. 


WAGES AND THE Cost OF LIVING 


The Chancellor of the Exchequer has announced his intention of 
stabilising the Cost of Living Index at between 125 and 130 (Sept. 
1939 taken as 100). On March Ist, 1941, the corresponding figure 
was 127. The increase for Food was 22%, Rent 1%, Clothing 68%, 
Fuel 23% and Miscellaneous 24%. In order to. stabilise the index 
number, besides the control of rent and subsidies for coal and gas, 
it will be necessary to control the prices of clothing, which con- 
stitutes at present about one sixth of the weighting system and 
which has risen very sharply in price. The real cost of living also 
depends on the prices of a large number of miscellaneous items, 
which take up about 30% of the average working-class budget, 
according to the Ministry of Labour’s recent enquiry. The Chan- 
cellor says it will be his aim ‘to try to prevent substantial increases’ 
in the prices of ‘other articles in common use,’ although they do not 
bulk very large in the official index. If the cost of living is really to 
be stabilised at about the present level, the prices of some, at least 
of these ‘other items’ will certainly have to be controlled. As regards 
railway rates and fares, a statement has been promised, but no 
definite measures have yet been announced. 

_ The Cost of Living Index does not, of course, reflect at all pre- 
cisely the real changes in the cost of living, even for families whose 
circumstances have remained unchanged. From the figures given in 


1 BuLeTIn, Vol. 3, No. 3, p. 51. 
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the last number of the BULLETIN (Vol. 3, No. 5, pp. 93-4), we may 
roughly assume that to obtain the same standard of food with 
existing supplies, the increase in total expenditure for the average 
family would be 5%, higher than shown by the Index, owing largely 
to the greater rise in price of the cheaper kinds of food. ; 

The Chancellor expresses the hope that ‘the wages situation’ will 
‘be held about where it now is.’ Wage-rates in March 1941 as given 
by the London and Cambridge Economic Service, were 17°), higher 
than in September 1939. Thus they increased definitely less than 
the Cost of Living Index. But in large sections of indust:y overtime 
is worked so that average weekly earnings have increased consider- 
ably faster than rates and, if supplies were available, would be at 
least sufficient to maintain a pre-war standard of living. This 
applies, however, only to the average and it is characteristic of ‘the 
wages situation’ that while many workers have enough spare 
money to compete for and raise the prices of uncontrolled goods, 
others who have no opportunity for extra earnings are worse off in 
real terms. 


FisH AND Two VEGETABLES 


As long as there is a scarcity of meat and meatstuffs, demand for 
fish is bound to be high, and complaints about the exorbitant prices 
of most kinds of fish are now widespread. Of the price-controlled 
varieties, salt Iceland cod is fairly plentiful, and herrings, red 
herrings, and kippers can be had on occasion. Other kinds of fish, 
though obtainable in the shops, are beyond the purchasing power 
of the majority of the people and certainly beyond that of the 
average working class housewife. According to the Ministry of 
Labour cost of living index, the average rise in the price of fish 
from September Ist, 1939 to March Ist, 1941 was nearly 160 per 
cent., and it seems desirable, therefore, that the Government should 
fix the prices and regulate the supply of al fish. Without the control 
of distribution price fixing would almost certainly assume again the 
function of the magic wand in the Vanishing trick, as in the case of 
lemons, oranges, onions, and, recently, eggs. It may not be feasible 
to ration fish in a category by itself, as it is a highly perishable 
commodity and its supply is subject to large fluctuations; but it 
could easily be rationed in conjunction with meat. The simplest 
form for such rationing might be to allow people taking part or all 
of their meat ration in the form of fish to spend on fish, say, 1} of 
the amount which they would be allowed to spend on meat. (The 
multiplying factor could be varied according to the available 
supplies.) This would induce housewives to buy a certain quantity 
of fish instead of meat, while at the same time making for a fair 
distribution of both these commodities. rie. 

The Ministry of Food has called into being a public utility com- 
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pany to purchase and distribute vegetables which can be treated 
as food reserves. Initially the company will concern itself with 
carrots and onions, purchasing both these commodities from the 
growers at fixed prices and releasing them in quantities appropriate 
to the demand and the season. It will thus be possible for the com- 
pany to curtail the supply of root vegetables to the public at times 
when perishable greenstuffs are plentiful, so as to avoid unnecessary 
waste of valuable food. It must be assumed that the storage problem 
will be solved satisfactorily. There was recently a report in the 
Daily Telegraph (April 3rd) about large quantities of rotting carrots 
in a Covent Garden store, which had apparently been put there by 
the Ministry of Food without the necessary precautions being taken 
for keeping them in good condition. 


PROGRESS OF CONCENTRATION 


Some details and figures have now been published concerning 
the progress of the concentration of production in a number of 
industries. 

The cotton spinning industry has submitted a scheme of com- 
pensation to the Board of Trade whereby mills would pay into a 
pool 13d. per ‘mule equivalent spindle’ on all spindles actually 
running and would receive 1d. per spindle on those actually 
stopped in the month of April. For those stopped entirely compensa- 
tion would be 13d. per spindle per month. The compensation 
payments would be fixed though the contribution might be varied 
as necessary. The scheme could not operate however, until the 
approval of the Board of Trade was obtained. Meanwhile, acting 
on the advice of the Cotton Board and the Control, the Board of 
Trade has approved (in the first place for three months only), the 
survival of 111 firms in the spinning section and 61 will be closed in 
the next few weeks; the cases of 229 more firms are under con- 
sideration. In general it is stated neither size nor efficiency has been 
the main criterion for the selection of firms which will be allowed to 
continue, the most important factor being that labour and factory 
space should be released in the places where both are needed for war 
work, according to the advice of the Ministry of Labour. 

Less progress seems to have been made in the weaving section 
and a strong protest against the Government’s delay in deciding 
which weaving sheds are to continue to operate was made by a 
delegate meeting of the Weavers’ Amalgamation. After this meeting 
the general secretary of the Union said ‘. . . there is a consider- 
able amount of both underemployment and unemployment. Many 
weaving operatives, male and female, are operating only a pro- 
portion of their normal complement of looms, with consequent 


1 The President of the Board of Trade mentioned the sch i 
Commons on March 27th and implied that it had his dpproval 8 waht se 
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serious reductions in their wages. . . .’ The restriction on the 
ability to find other employment was also causing resentment. The 
meeting had therefore asked its Committee to urge the Government 
to define as rapidly as possible the mills which aré to continue 
running. The Cardroom Workers Amalgamation also criticise the 
Government, but appeal to the workers to stand by for the time 
being and not seek alternative employment as they will be needed 
either for munitions or in the cotton industry after concentration. 

A report that the Government was considering a modification of 
the concentration plan, so that the outcome would be a blending 
of concentration and spreadover, has been specifically denied by 
the Board of Trade. 

In rayon the leading firm in the industry has agreed to close two 
factories, releasing some thousands of workers, and will concen- 
trate output in Lancashire where the remaining mills should operate 
to capacity. 

Annual production of leather footwear is to be limited to 
80,500,000 pairs, compared with the pre-war figure of 105,000,000 
pairs, supplemented by 25,000,000 pairs of rubber footwear. This 
is a decline in the leather footwear output of about 23%, and the 
industry’s experts claim that the Government’s figure is 13,000,000 
below the total necessary to meet the minimum essential needs of 
the population. 

A case is reported of six companies in the leather trade which 
propose to concentrate output in one factory and form a joint 
holding company. 

From various other trades affected by the concentration order 
about 500 schemes have so far been investigated but only 200 have 
been accepted as a basis for further consideration. The remaining 
applicants have been told to try again. It is, of course, inevitable that 
much uncertainty must prevail in the early stages of such a tre- 
mendous scheme, but it is to be hoped that the Board of Trade will 
do its utmost to decide which types of scheme are most acceptable, 
and then, if possible, adopt these types as standard and give them 
publicity. In particular decisions about levies for compensation 
and about trade marks should be made known at once. ‘The Presi- 
dent of the Board of Trade has quoted a case where concentration 
has produced a notable saving in overheads; if this saving is likely 
to be general then there is the strongest case for the prohibition of 
levies.1 The abolition of trade marks for the duration of the war 
would obviously facilitate concentration, and the fact that at some 
future date production of ‘non-essentials’ may be reduced to a mini- 
mum subsistence level, is an argument in favour of abolition now. At 
the moment however the Government seems in favour of the reten- 


1 Though the cotton scheme was accepted, levies in general are not approved. 
Reasons for the exceptional treatment of the cotton industry have not however 
been given. 
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tion of trade marks, or the production of new ‘war-time’ standard 
brands. 
The distributive trades form one of the largest reservoirs of war 

workers, and the retail trade in non-essential goods is surely a most 

suitable field for the process of concentration. At the end of last 

month, the President of the Board of Trade expressed enthusiastic 

approval of the support for the concentration scheme given by one 

retail trade journal. It has since appeared, however, that the Govern- 

ment is to take no positive action with regard to the retail trade. 

In a recent speech Captain Waterhouse, Parliamentary Secretary 

to the Board of Trade, said that the necessity for concentration in 

retail distribution had not yet arisen. He suggested that, in view of 
reduced turnover due to the limitation of supplies, many small 

shopkeepers should sell out, invest the proceeds in Government 

securities and go into war work. He agreed that there was scope for 

concentration but the Government would not be responsible for it. 

It is difficult to account for this attitude. If the reduction in 

supplies causes small shopkeepers to sell out, then surely the time is 

ripe for concentration. If the Government thanks the ‘Drapers’ ’ 
Record’ for its support, it is inconsistent to argue that the Board of 
Trade ‘cannot lead along a path for which the country is not 

ready.’ It is obvious that the telescoping of retail distribution is an 

extremely intricate task, but this is not a valid reason for leaving 

the retail trade to shrink in a haphazard way which will not share 

the burden of sacrifice fairly among the shopkeepers themselves. 


